Introduction:
The present study aims at an investigation into the prices of wage goods and the cost of living of casual wageworkers in Shillong, the capital city of Meghalaya, India. Labourers are defined as a collection of workers exchanging their labour power for material -usually monetary -rewards awarded by their employers, who use the labour power for productive activities or for final consumption. Casual labourers (casual workers or casual wageworkers) are those workers who work for a very short duration (for a few hours, a day or at most a few days under a single contract) for an employer, and who are (usually) paid for their labour either at the end of the contract or at the end of a day. In the agriculture sector, casual labourers are employed at every stage -tilling and preparing the land for sowing to harvesting and marketing the products. In manufacturing sector, most of the factories employ skilled labourers or white-collar labourers. Intermediate goods that need application of unskilled menial or even semi-skilled labour are often entrusted to contractors who work for the factory. These contractors employ casual labourers at the jobs. In construction, transport, commerce and other service sectors also a large number of casual workers are employed.
Casual workers are often unskilled or semi-skilled; they usually do not own any other factors of production (such as land, capital or implements needed to perform the job) except their labour power; they earn their livelihood by selling their labour power and often regenerate their labour power by 'investing', so to say, a very large part of their wage earning. In case of a casual labourer, the dichotomy of consumption and investment collapses into a single category. A casual worker's household does not usually store the kitchen goods or provisions, the wage earning of the day is spent on purchase of the provisions needed for the dinner and the next day. That gives the name 'wage goods'.
Due to low level of consumption, casual labourers are often poor performerstheir efficiency is low. The market forces often impose on them the vicious circle of inefficiency -low wage rates -deficient consumption -inefficiency. Myrdal (1972, p.
64) wrote: "In fact, low incomes probably hampers development more by keeping down consumption than by limiting savings, because inferior living conditions reduce labour efficiency. Strangely, this point is overlooked in most comments concerning the effect of low income levels in South Asia."
It does not require much to conjecture that the subsistence theory is an appropriate theory to determine the wage rates of casual workers in our study area. Daily wages varying around Rs. 50, four to five family members to support and precarious living and housing conditions -poverty aggressively shameless and nude -suggest even to a casual onlooker that casual workers may not earn more than the subsistence wage. That presumed, it would naturally entail poor or no bargaining power with the casual workers. Since they are not (or possibly they cannot be) unionized, they will hardly have any bargaining power. It may be found so after an empirical investigation. Consequently, the exploitation theory may always be invoked, if desired.
There could be a theoretical explanation of very low or subsistence wages of casual workers in a city like Shillong. At low levels of income, in labour markets where unemployment exists due to efficiency wages, the nutritional status (e.g.. body mass) of workers may be very sensitive to the wages paid. In particular, low wages paid today may severely undermine nutritional status in the future and reduce productivity. In casual labour markets, the probability of employing the same worker again in the future may be quite low, so maintenance of the health and efficiency of casual workers is not a concern or interest of the casual employer. If all the employers do not take full account of the impact of their wages on nutritional status, a vicious circle of low nutritional status, low wages and low productivity may start and perpetuate. This may be illustrated by a simple example. Suppose workers have a reservation wage of Rs. 25 per day (that is, they will refuse to work if paid below that). Suppose the minimum wage to maintain their nutritional status is Rs. 35. The current value of their work effort is Rs. 50. However, if they are paid less than Rs. 35 then their nutritional status will deteriorate, and in the future their productivity will fall to Rs. 35. Suppose there are two employers (E 1 and E 2 ) and that there is a random matching of workers with employers. This means that tomorrow they will hire one of the workers that they hire today with probability 0.5. The employers effectively choose whether to pay the low wage of 25 (which is just enough to hire the worker), or the high wages of Rs. 35 which will maintain their nutritional status. Consider the two-period pay off to E 1 : This is a classic Prisoner's dilemma (or free rider problem). The Nash equilibrium is for both employers to pay the low wage because neither has an incentive to increase their wage if the other does not. The superior outcome (both in terms of wages and their own overall profits) is to pay the high wage. However, each employer always wants to deviate by paying the lower wage if he knows that the other is paying the high wage. If this situation is repeated over time continuous degradation of nutritional status would occur with both employers and workers ending up worse off. With an increase in the number of employers, the equilibrium will become stronger. This illustration explains not only the low wage rates of the casual workers but also the usual dissatisfaction of the employers over the efficiency of casual workers and underbidding their wages whenever possible.
The ILO Report (1996) records that agricultural wageworkers spent as much as 70 per cent of their incomes for food. A subsistence wage, defined as an hourly wage sufficient to buy 1 kilogram of the lowest-priced staple cereal, was found lacking in 40 per cent of sample countries. This means, in effect, that the working time required to obtain this kilogram of cereal "ranged from less than 5 minutes (in Sweden) to over six hours (in Central African Republic), with the median working time being 37 minutes, which corresponds to the position of India. In five countries, mostly in Asia and Africa, the working time was over 3 hours.
In analyzing the casual labour market in Shillong we have seen that in case of the general casual labour market, the supply curve is almost parallel to the horizontal (wage rate) axis while the demand curve is steeply falling. In case of unskilled casual wageworkers the supply curve is gently rising in response to the increase in the wage rate of unskilled casual wageworker. These are the supply and demand curves faced by a typical casual wageworker household. It is to be noted that in general a casual wageworker household supplies around 45 labour-days per month. We have found that an average household supplies two (1.9 when not rounded off) casual wageworkers, each working for about 22.5 days in a month. With the average household size (of the casual wageworker) being 5.4 persons, the dependency ratio is about 3.4 persons per 2 workers or 1.7 persons per wageworker.
We have found that wage rate (of a general casual wageworker) is about Rs. 60 per day, which in case of an unskilled worker is about Rs. 47 only. With each of the two working members getting some job for 22.5 days in a month, an average casual wageworker household would earns Rs. 2700 (=22.5*2*60) per month, which is an upper bound on the wage earnings. This works out to be Rs. 500 per capita per month. More exactly, average earning would be Rs 2565 (Rs. 475 per capita per month). For an average unskilled casual wageworker household these figures are Rs. 2000 and Rs. 372 (per capita).
At this juncture, it is worthwhile to invoke the standard (and internationally accepted) definition of 'subsistence wage'. ILO (1996) defines it as the hourly wage sufficient to buy 1 (one) kilogram of the lowest-priced staple cereal. As ILO notes, the median time to earn this subsistence wage (internationally) is 37 minutes and that is the time in India as well. From our survey we have that price of 1 kilogram of rice (the staple cereal in the study area) varied between Rs. 8.5 to Rs. 10.0 during 1996-1998. The range was Rs. 10 to 11.5 in 1998-2000. The upper limit of daily wage rates of unskilled casual workers was Rs. 50. Work hours (per day) were 7 to 8 hours. From these figures, the hourly wage rate works out to be Rs. 7.0 or less, which cannot buy 1 kilogram of rice. Additionally, casual labourers in Shillong have no claim to ILO's Social Security (Minimum standard) Convention, 1952 (that is, medical care, sickness and maternity benefits, family benefits, unemployment benefits, employment injury, invalidity and survivors' benefits, and old -age benefits). Thus, casual wageworkers in Shillong earn only a subsistence wage.
The Data Base:
Data on the prices of wage goods were collected from the Bara Bazar, Shillong, during the period November 1996 to Feb. 2000. With a few exceptions, price data for 33 commodities (belonging to the wage goods category) were collected twice a month, which later on were used to construct average monthly prices. Data on two types of prices were collected, the low prices and the high prices. It is a common experience that there is some variation in the prices quoted for various commodities that a consumer purchases. Variations are due to qualitative differences in the commodities being sold in different shops. Further, most of the shopkeepers as well as the buyers expect and practice haggling and negotiation, since the prices are not fixed. Prices vary according to location, size, ownership etc. as well. Hence, it was considered useful to record two prices (the lowest and the highest prices) among the different prices quoted for any particular commodity in different shops. Prices of fresh fish and dry fish were averaged to obtain the prices of 'fish'. Similarly, prices of vegetables -cabbage through chillies (in the list above) -were averaged to obtain prices of 'green vegetables'. ' Fuel' prices were obtained by a weighted average of charcoal and kerosene oil prices with weights 0.4 and 0.6 respectively. Similarly, "kwai" prices were obtained by a weighted average of Pan leaf and betel nuts prices with weights 0.3 and 0.7 respectively. By this artifact, finally we had the following commodities: (1) Rice, (2) Dal, (3) Atta, (4) Sugar, (5) Tea, (6) Fish, (7) Beef, (8) Mutton, (9) Pork, (10) Potatoes, (11) Onion, (12) Green Vegetables, (13) Mustard oil, (14) Kwai (Pan leaves and betel nut), (15) Cigarettes, (16) Biri, (17) Fuel We also observe that pork and mutton have prices very close to each other and thus they may be averaged to obtain 'meat' prices.
Analysis of Components of Movement in Prices:
For wage goods is a collective name of a basket of several goods purchased by the casual wage workers and over a period of time the prices of different constituent commodities of this basket vary differently, it would not be possible to gauge the nature and pattern of the overall movement in prices unless we use some artifact for this purpose. To analyze the movement in prices of wage goods we must therefore make some composite price indices by some sort of linear combination of the original prices. For this purpose, we take low as well as high prices of seventeen major representative commodities to analyze the components of movement in prices of wage goods in Shillong. Almost ninety percent of the daily consumption expenditure incurred by casual wageworker is spent on these commodities.
Construction and Identification of Factor Indices of Prices of Wage Goods:
We apply Factor Analysis to analyze the components of movement in prices of the goods referred to above and extract three factors. Among the three factors derived, the first factor most closely relates to trends in the movements of prices. The second factor is likely to measure a cycle. It has been observed since the olden days that during summer prices are lower (while the cost of living of labourers is lower) and during the winters the prices are higher. However, the abnormal and sudden rise in the index during July-September 1998 attaining the peak in the winters of 1998-99 followed by an equally violent nose dive afterwards reminds us of the months during which the prices of several wage goods (onion, potato, mustard oil, etc.) skyrocketed to instill shocks of terror among the minds to the people in general and the labourers in particular. The third factor closely resembles three-year cycles, the shortest among the cycles that are common in agricultural products. It is to be noted that most of the wage goods are of an agricultural origin. We have also regressed Factor-I (Score vector) on time (month) and lagged value of Factor-I, with a time lag of one month. The estimated parameters/statistics regarding the same are presented in table 3(iii). The exercise is carried out for low as well as high prices. We observe that when the lagged endogenous variable (f 1t-1 ) is used as an explanatory variable to explain variations in the current endogenous variable (f 1t ), the time variable (month = m t ) loses statistical significance. Therefore, this alternative model, although quite powerful for predictive purposes, would not describe trends in the prices of wage goods in the period under study. 
Cyclical Variations in Wage Goods Prices :
We have seen that Factor-II captures some sort of cyclical variations in the wage goods prices. To explain variations in Factor-II, we use two explanatory variables, Sin(month) and Cos(month) since we visualize that the cycle may well be captured by the two sinusoidal transforms of linear time variable (month). We have postulated a 36-month cycle. The estimated coefficients of the model are presented in table 3(iv). In case of low prices Sin(month) and Cos(month) are retained as explanatory variables, while in case of high prices, only Sin(month) could be retained. In case of low as well as high prices we observe an abnormal spurt in prices with duration of some 5 to 6 months and a peak around month = 23 or 24 (that is, Aug-Sept. 1998). The fitted cycle, though mildly pulled up by the said hump, retains its smoothness appreciably. Captured by Factor-III, another cycle is discernible in the time series of the wage goods prices in our study. Therefore, we regress Factor-III on the sinusoidal transforms of the linear time variable (sine and cosine of months). Factor-III retains both the transforms as its explanatory variables. The estimated coefficients are presented in table 3(vi). Introduction of lagged exogenous variable (Factor-III t-1 ) is at the cost of dropping cos(month). This is observed for Factor-iii(L) as well as Factor-III(H). The estimated coefficients are presented in 3(vii). 
Trends in Cost of Living of Casual Wage Workers in Shillong:
The cost of living index is a measure of the changes in the cost of living of people who fall within the same income range over a different period of time. To construct the Cost of Living Index (for a specified class or group of people), we select a group of commodities and weight them according to which the members of the group as a whole make use of them. A base year is chosen and assigned the index number 100. A rise in prices of 2% gives a new index number of 102, just as a fall in prices will give an index number of 98.
There are various factors which influence the cost of living (or the cost of labour re-generation). In our context a mention of a few ones is pertinent. Generally, those who live in urban areas or in the cities have a higher cost of living than those who live in the rural areas, because in cities nothing is obtained without paying. But in rural areas, people can get much free of cost like -water, firewood etc. Next, the distance of the working place from the residence has a direct bearing upon the budget expenditure of a family. If a person has to travel daily for two to three hours and spend 20 percent or so of his total income on traveling alone, his cost of living would be higher.
Shillong is a hill station having a cold climate. People who live in the plains/near the riverbanks have relatively lower cost of living. As the soil is fertile and the water is in plenty, cultivation as well as rearing of animals is easier and more remunerative. The cost of transportation also is low, because different modes of transportation (railway, waterway, roads, cycle, rickshaws, etc.) are viable and easily available. On the other hand, those living in the hills face problems such as lack of transport and communication, water scarcity for drinking as well as irrigation, steep and rugged terrain, less fertile and erosion-prone soil, and so on which make cultivation difficult. Many articles of consumption that make up the 'wage goods' are to be brought in (imported) from far off lands and therefore they sell quite costly. This cost enters into the costs of everything else and ultimately, the cost of living goes higher. Prices of the most wage goods in Shillong are higher than in the plains. A few articles (rice, atta, Dal, etc.) in Shillong may cost 15 to 20 percent higher than in the plains, but a few other articles like green vegetables may cost three to five times or even more. That makes a high cost of living in Shillong.
The next important factor to influence cost of living is the institutional factor. In certain communities/tribes, there are peculiar customs, which make the part and parcel of culture (e.g. death ceremony among the Khasis). These customs are costly to perform. Nevertheless, they are necessary and raise the cost of living. Some socially necessary practices (offering kwai among the Khasis) are expensive but so included in the life style that they are necessary.
In interpreting a 'cost of living index' one must remember that the so -called 'cost of living index' is not a cost of living index as such because it does not indicate how much must actually be spent by families to maintain a specified level of living. It is just an index of prices paid by consumers. We may ask: are changes in wage rates of casual wageworkers commensurate with the changes in their cost of living? In the later half of our study period, wages of unskilled workers have systematically lagged behind the increase in the cost of living index. Wage rates of unskilled workers have increased by 11 to 12 percent while the cost of living has increased by 20 percent during the study period.
However, wage rates of skilled workers, which increases by (about) 80 percent or so, succeeded at overpowering the increase in the cost of living. Obviously, the unlimited supply of unskilled casual wageworkers from the rural Meghalaya, Nepal, Bihar, Bengal, Bangla Desh, Assam, etc to Shillong has kept up an excess supply of unskilled casual wageworkers much above what is demanded for in the market. However, that is not the case with the skilled casual wageworkers. Additionally, it is not unlikely that urbanization, development and rise in secondary as well as tertiary sector activities in Shillong has created more jobs for skilled casual wage workers more in proportion than that for the unskilled casual wage workers. That is why the increase in wage rates is favourable to the skilled casual wageworkers.
Finally, a word of caution must be put forward. The monthly average amount of expenditure on wage goods incurred by an average casual wageworker household (which was Rs. 1608 in Nov.-Dec. 1996) rose to Rs. 1855 in Feb. 2000. If one finds that elsewhere (e.g. Guwahati, Imphal, Calcutta) this amount is more (or less) than that in Shillong, it will not mean that casual workers elsewhere have a higher (lower) standard of living. A meaningful comparison is possible only if the quantities purchased and their proportions (used as weights) are comparable. Nevertheless, in most cases it is not so. Relative proportions of quantities and amount allocated on them would vary from place to place. Consumption of non-vegetarian food, kwai (Pan and betel nut), warm clothes and fuel claim larger proportions of monthly expenditure in Shillong than most other comparable cities/towns.
